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KEY ECONOMIC INDICATORS 


All values in millions of US $ 
unless otherwise stated 1 
Percent Average Rate 
Change of Growth 
1970 1971 1972 1971-72 1970-72 


Income, Production & Employment 


GDP at Current Prices 417.5 437.7 459.6* 5% 4.O% 
Per Capita GDP at Current Prices®/ (1's)269 * 275 * 280 * 1.8% 1.% 
Avg. Liberian Wages 
Iron Ore 3/ 
($ per mo.) - Hourly 80 80 80 o _ 
- Staff NA 275 275 - nes 
Rubber ($ per aay)/ 85 98 1.00 2% 8.7% 
Iron Ore Production (millions of 
metric tong)?/ 23.7 24.6 2h 6% -- 1.% 
Rubber Production (metric tons)4/ 78,370 81,394  81,61h* a 1.% 
Concessions (54,143) (57,823) (61,928) 7.1% 7% 
Liberian Producers (24,227) (23,571) (19,686) -16.5% -9.6% 
Money, Prices, Budget & Debt 
Cash in Banks (Dec. 31 except 1972) 3.0 2,50/ 3.0 
(As of June 30)2/ 
Demand Deposits (Dec. 31 except 1972) 21.2 20.2 NA 
Net Currency Shipments Saf 5.2 


O 
(As of March 31)6/ 
Public Debt Outstanding (Principal 


and Interest) 202.0 205.7 186 6 
(As of Sept. 30)°/ 
External 200.1 203.7 18* 
Debt Service as % of Domestic 
Revenues 31.0 30 31.0* 


Commercial Interest Rates--Vary from 
7-10%, usually nearer upper limit 


Consumer Price Index 126.4 126.1 135. 728 7.3% 3.6% 

Total GOL Receipts (Global) 87.3 93.9 102* 8.6% 8.1% 

Public Sector Surplus (Global) 3.7 3.5 2.5* 

Balance of Trade a 

Exports, FOB 213.7 22h 237** 5.8% 5.3% 
U.S. Share 49.5 49.8 52..1** 4 6% 2.3% 

Imports, CIF 149.7 162.4 175.7** 8.2% 8.3% 
U.S. Share 46.4 51.9 58.0%* 11.% 11.8% 


Sources--GOL Ministry of Planning and Economic Affairs 
Economic Survey of Liberia 1971, unless otherwise indicated 
*Embassy Estimate 
**Arithmetic projections based on latest available data 
3) Liberia uses the US dollar as its national currency 


Population estimates based on annual growth: 1970 - 1.55 million, 
1971 - 1.59 million, 1972 - 1. million 





KEY ECONOMIC INDICATORS 


(CONTINUED) 


2 LAMCO figures 

4/ Rubber Planters Association figures 

2, Embassy figures 

6/ GOL Ministry of Finance figures 

YU GOL Ministry of Planning and Economic Affairs figures 
8/ As of Aug 31 


~ 


Main imports from the U.S.: Machinery and capital equipment; processed food 
and beverages; processed industrial supplies; 
parts and accessories for transport equipment 


Main exports to the U.S.: Iron ore, natural rubber 








NOVEMBER 28, 1972 


LIBERIA 


SUMMARY 


An atmosphere of uncertainty and disappointment marked the scene 
during the first half of 1972. Perhaps unreasonable expectations 
were aroused in 1971 by the prospects of a vast new iron-ore 

mining operation and off-shore oil which did not materialize. There 
were doubts as to the intentions of the GOL toward the holders of 
existing iron ore and rubber concessions as well as difficulties 
experienced by major local suppliers in collecting GOL debts. 


A declining real per capita Gross Domestic Product (GDP), which is 
still among Black Africa's highest, and a tight money supply are 
causes for concern. The distribution of GDP remains highly skewed. 
Although Liberia still enjoys a healthy trade balance, as in most 
of the developing world imports are increasing faster than exports. 


On the other hand, Liberia's political stability and the efforts of 
the Liberian Government (GOL) to improve bureaucratic, particularly 
fiscal, performance are important positive factors influencing the 
Liberian economy. 1971 closed with an unexpected GOL budget surplus, 
and the government has maintained a strong financial position through 
the first nine months of 1972. 


Iron ore deliveries and rubber prices, the bases of Liberia's monetized 
economy, have turned around from late 1971 lows. There was modest 

new investment in iron ore production, and rubber exports are expected 
to increase slightly in volume and, perhaps, in value in 1972. Construc- 
tion of the first Liberian plywood plant is imminent. It will lead 

to significant exploitation of Liberia's rich forest reserves. 


Americans, who are the most important foreign traders with and 
investors in Liberia, will continue to enjoy built-in advantages in 
the Liberian market. The country's location and laws also make it 
an attractive base for American regional business operations in 
West Africa. 


CURRENT ECONOMIC SITUATION AND TRENDS 


When final statistics are available, 1972 will prove to have been only 

a fair year by recent Liberian standards. Real economic growth, if any, 
will be modest in scope and, barring some unanticipated new investment 

of major income-producing significance, the factors presently influencing 
the economy will carry over into 1973. Nominal Gross Domestic Product 
(GDP) and National Income for 1972 (and probably for 1973) will be slightly 
higher but real per capita levels will be somewhat lower due to population 
and price increases. 


A combination of relatively low iron and rubber prices; the "no go now" 
decision by a group of Japanese investors on the $500-600 million 

Wologisi iron mining project; the phasing down of oil exploration 

activities; the difficulties experienced by major local suppliers in 
collecting Government of Liberia (GOL) debts; and uncertainty about the 
implications of GOL economic policy pronouncements--particularly on concession 
agreement reviews and Liberianization--brought about a diminution of 

business confidence and an apparent general slackening of commercial activity 
during early and mid-1972. This situation was aggravated by the institution 
of price controls and a shortage of cash, especially up-country. The 
reduction in liquidity was partially due to the low rubber prices mentioned 
above and, perhaps, to the GOL policy of maintaining sizeable time deposit 
accounts. Many businesses reported lower orders and reduced their inventories. 
(The value of imports through August 1972 was actually up 8.2% over the first 
8 months of 1971. Much of this increase, however, is due to higher import 
values stemming from recent currency realignments and increases in prices 

and shipping costs.) Some up-country branch operations were closed and 

@ number of small Lebanese traders reportedly left the country. The tempo 
has, however, quickened in recent months. Businessmen may have begun to 

grow more accustomed to the new style of the Tolbert Administration and their 
expectations may have fallen more in line with the realities of the Liberian 
economy's near-term potential. The Open Door investment policy has been 
reaffirmed and, although no boom is in sight, the modest economic recovery 
begun in 1972 will continue in 1973. (There has been some concern that GOL 
efforts to collect $10 million in development funds from the public could 
have a contracting effect on the economy by year end.) Medium-term prospects 
remain good. 


Political and Economic Stability 


Liberia continues to enjoy a stable political and economic climate. The 
Liberian Government has recently agreed to the presence in Monrovia of 

a Soviet Embassy and has exchanged diplomatic recognition with two Eastern 
European countries. These moves, however, are regarded more as attempts 

to broaden Liberia's trade and aid horizons and enhance Liberian Government 
stature as a spokesman for Africa on world affairs than as indicators of 
change in its political philosophy. 








Gross Domestic Product and National Income 


Liberia's GDP (monetized sector only), at market prices, rose to 

$437.7 million in 1971 from $417.5 million in 1970, a 4.8% increase. 
This placed 1971 per capita GDP at $275 based on an estimated popule- 
tion of 1.59 million and was 2% above the 1970 figure of $269. Although 
highly skewed, these per capita figures are among the highest in Black 
Africa. National Income (NI), defined as GDP less factor payments abroad, 
capital consumption, and indirect taxes, was estimated at $263.9 million 
for 1971, an increase of about 4.3% over 1970's $253.1 million. Per 
capita NI stood at $166 in 1971 and $163 in 1970. The relatively low 
ratio of NI to GDP--60%--underscores Liberia's dependence on foreign 
sources for capital equipment and technology. 


No reliable official deflators are available for Liberia. However, if 
the above product and income figures are discounted at only a modest 
5% for inflation*, there was no real growth in GDP and NI from 1970 to 
1971. In fact, given an estimated 3% increase in population, Liberia 
suffered a drop in real per capita GDP and NI in that period. An 
annual GDP growth rate of at least 8% seems necessary if there is to be 
any improvement in the real per capita figures. 


Foreign Trade 


Foreign trade is the linchpin of the Liberian economy with exports 
accounting for 51% of GDP in 1970 and 1971. On exports of $224 million 
and imports of $162.4 million, Liberia registered a favorable balance of 
trade of $61.6 million in 1971. This was slightly below 1970's surplus 

of $64 million and well below the $81.2 million surplus recorded in 

1969. It should be noted that these impressive trade surpluses continue 
to be offset by sizeable outflows of profits and factor payments. The 
value of exports rose 4.8% from 1970 to 1971 and another 5.8% through 
August 1972. Imports, however, climbed 8.5% and 8.2% during the same periods. 
The pattern of a faster rate of growth in the value of imports over exports 
appears likely to continue over the next several years and demonstrates 
Liberia's need for export diversification and import substitution. 


GOL Fiscal Performance 


The GOL's fiscal performance in 1971 was stronger than anticipated. 

(GOL fiscal year and the calendar year are the same.) Total public 
sector receipts (global) of $93.9 million exceeded total public sector 
outlays of $90.4 million for a global surplus of $3.5 million. The 1971 
receipt and outlay figures represent increases of 7.7 and 8.3% over the 


*The official Consumer Price Index for Monrovia has moved very slightly 
over the past few years. However, after the first 8 months of 1972, the 
CPI showed a significant increase of 7.3% over the December 31, 1971 figure. 





1970 totals. Meanwhile, domestic revenues for 1971 increased 5.1% 

($3.4 million) to $69.9 million from the 1970 figure of $66.5 million 

as small decreases in iron ore and rubber revenues were more than 
offset by higher receipts from other taxes. The 5.1% growth in receipts 
in 1971 was, however, down from the 7.6% and 19.3% rates enjoyed in 1970 
and 1969 respectively. 


Domestic expenditures (GOL operational, debt service and development 
expenditures) reached $71.8 million in 1971, up 7% from 1970's $67 million. 
This 7% growth in expenditure for 1971 was slightly above the 1970 rate 

of 6% but well below 1969's 14.5%. 


Budgetary receipts and expenditures for 1972 were originally estimated 
at $71.6 million (including $4.5 million of external source funds) and 
somewhat below the 1971 level. This figure was, however, revised to 
$75.1 million in June. With collections reportedly running ahead of 
projections at present, it appears unlikely that the GOL will have to 
tap external funds to finance 1972 budgetary expenditures. 


External Assistance 


Liberia continues to rely heavily on foreign assistance for economic 
development. According to a UNDP study, foreign donors contributed 
about $20.9 million in grants and loans during 1971. The United States 
has traditionally been the largest contributor and, continuing in that 
role, provided $11.24 million, 53.8% of the total, in assistance during 
1971. 


Two related areas, rural development and the Liberian highway system 

will attract the greatest foreign donor attention over the next few years. 
Commitments by international donors for various aspects of a $38 million 
highway program have already been made and integrated rural development 
studies are underway. 


In response to GOL-established priorities, USAID will direct the bulk 
of its resources into four main areas: agricultural development; public 
administrations; public health; and rural roads. In addition, AID is 
considering financing improvements of the Liberian telecommunications 
system and expansion of the Monrovia waterworks and distribution system. 
USAID technical assistance (grants) totaled $5,2 million in U.S. FY 1971. 
The FY 1972 totals were: $5.4 million in technical assistance and 
population grants; $6.9 million in loans; and PI-480 Title I and II 
commodities valued at $1.6 million--a total of $13.9 million. An AID- 
guaranteed $5 million loan for low-cost housing may also be concluded in 
CY 1973. 








The World Bank will play an increasingly important role in Liberia over 
the next few years. Through the International Development Association 
(IDA), the Bank already has projects in agriculture and education total- 
ing $10.8 million in motion and will back programs in road maintenance 
and construction and possibly electric power. Because of this increased 
Bank interest in Liberia, American suppliers should maintain a continuing 
liaison with the IBRD's Washington headquarters. 


IMPLICATIONS FOR THE UNITED STATES 


Iron Ore 


Iron ore is the foundation of the Liberian monetized economy and gives 

it a solid basis for the long run. Export earnings from iron ore in 

1971 were $160.6 million (71.7% of the total) on 20.9 million metric tons 
shipped (24.6 million produced) compared with $150.7 million on 23.2 million 
tons shipped (23.7 million produced) in 1970. Of the four iron-mining 
concessions currently operating, three have recently expanded or upgraded 
their production. The fourth, Republic Steel's Liberia Mining Company (IMC), 
is nearing the end of its reserves at Bomi Hills. Although LM may 
eventually be permitted to exploit a new deposit at Bie Mountain, it is 
extremely doubtful that production will begin there before the Bomi 

Hills operation is terminated. A break between the end of operations 

at Bomi Hills and the onset of Bie Mountain will have major--and negative-- 
short-term export earning, domestic employment, and government revenue 
consequences. 


A healthy iron ore picture is important to the US as well as Liberia. 
American firms play a major role in the Liberian mining industry. In 
addition to Republic's interest in LMC, Bethlehem Steel has a 25% equity 
in LAMCO, the largest mine, and a U.S.-directed firm, Mine Management 
Associates operates the majority Liberian-owned National Iron Ore mine at 
Mano River. The fourth mine is the German-Italian owned Bong Mining 
Company. LAMCO and Bong operate pelletizing plants. American manufacturers 
are major suppliersof mining and support equipment to these concessions 
which will continue to offer a market for expansion and replacement 
parts. American suppliers should also monitor closely Bie Mountain and 
Wologisi developments for new sales possibilities. 


Rubber 


The Liberian economy is especially sensitive to fluctuations in world 
market prices for rubber, both because the industry is a major employer 
and provider of liquidity "up-country" and because of the commodity's 
historic importance to the country's economic well-being. The concessions, 
with their economies of scale, have continued to increase their productim, 
primarily by replacing existing trees with high yielding clones. However, 
in the face of the low prices generally prevailing during 1971 and early 


1972, a number of indigenous producers have not been able to cope and have 
discontinued production. 


Although production increased during 1971, rubber earnings for the year 
fell to $32.5 million from $36.5 million in 1970 as a result of the low 
prices mentioned above. However, rubber still accounted for 14.5% of 
total 1971 exports. Unexpectedly higher rubber prices during part of 
1972 and continuing increased output by concessionaires may enable 
Liberia to avoid a further drop in export earnings in this year. 


Agriculture and Tree Crops 


Agricultural development and, particularly, self-sufficiency in rice 

by 1980 remain priority goals of the Tolbert administration. Opinions 
differ not only as to whether the scarce resources the rice program 

will absorb could be better applied to other crops but also as to whether 
self-sufficiency can be achieved at all by the target date. Liberia 
continues to be a minor producer and exporter of coffee, cocoa, and 

palm kernels. These crops produced $7.5 million in combined export 
earnings during 1971. With the opening of two plants during 1972, palm 

oil exports will add a small new dimension to Liberia's export composition. 


No cammercial exploitation of the country's citrus fruits has been 
undertaken. 


American suppliers should explore Liberia's emphasis on agricultural 
development for commercial opportunities. Particular attention should 
be paid to AGRIMECO, an Israeli-managed GOL entity already engaged in 
land clearing operations. 


Forest Products 


Liberia's forests offer hope for broadening the commodity composition 

of the country's exports and will probably provide the area of greatest 
relative economic growth over the next decade. The value of logs and 
sawn timber exported grew from $5.8 million in 1970 to $8 million in 

1971 and should continue to rise. The GOL enforces measures to increase 
the local value-added component of lumber exports, and earnings from 
forestry products should show a quantum jump when Vanply's (Skelly-owned) 
$19 million plywood factory opens in 1974. The demand for new and replace- 
went logging and sawmill equipment should keep pace with expansion of the 
industry and U.S. businesses should investigate sales possibilities in 
these and related fields. 


U.S. Trade Advantages 


American businessmen find the Liberian market highly competitive, 
particularly on the consumer goods side, and limited in size. New 

investors will find the GOL a more effective bargainer in any negotiations, 
especially if any concessional terms are sought. However, the United States 
and Liberia have a long history of trade relations. The U.S. has been 
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traditionally both Liberia's biggest customer and principal supplier and 
accounted for 22.2% of exports and 32% of imports in 1971. (The U.S. had 
a $2.1 million trade surplus with Liberia in 1971, the first surplus 


since 1967.) American products are well-known in the Liberian market- 
place and enjoy a built-in preference within reasonable price differentials. 


Although largely offset by increased ocean freight rates, recent currency 
realignments have added to this advantage. Liberia offers the American 


businessman additional advantages: an Open Door foreign investment policy; 
the free repatriation of capital and profits; similar tool and industrial 
standards; a currency denominated in U.S. dollars; the use of English as 
the official language; liberal laws of incorporation; and a free port. 


These considerations, plus the political stability and commitment to free 


enterprise that have become Liberia's hallmarks, and the country's excellent 


international air transportation facilities, make Liberia an attractive 
base for West African regional headquarters. 
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world markets 
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market share reports are issued in two series: 


THE COUNTRY SERIES gives: 


e U.S. dollar values and percentage 
shares of the market 


e values of shipments of manufac- 
tured products of eight other 
countries 


e dollar value of shipments of 1,127 
manufactured products into a 
single foreign market 


e 73 country reports 


THE COMMODITY SERIES gives: 


e total import market for most 
manufacturers 


e dollar value of shipments by the 
U.S. and eight principal suppliers 


e 1,109 commodity reports to 92 
destinations 


Country Series, $3 each report 


Commodity Series, $3 for one to five 
reports 
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